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GERMAN DEMOCRATIC REPUBLIC: KEY ECONOMIC INDICATORS 


(Money values in millions of GDR Marks except where otherwise noted 


Planned 
oO 


Change 6 Change 


(2) 


% 
1981 1981/80 1982/81 


1980 
Population (thousands) 16,740 16,732 0.0 
Produced National Income 187 ,060 195,960 4.8 
Government Expenditures 160,283 164,430 2.5 
Industrial Investment 29,338 29,800 1.6 
Industrial Worker Productivity 5.0 
Retail Turnover, Manufactured Goods 49,807 50,835 
Retail Turnover, Foodstuffs 50,179 51,655 
Net Income of Population 121,300 125,303 


Government Price Subsidies in 
Consumer Sector 16,853 18,369 


Production of: 
Machine Tools (million marks) 2,634 2,846 
Polyvinylchloride (thousand 
metric tons) 256 287 
Lignite (million metric tons) 258 267 
Electric Power (Gwh) 98,808 100,685 


Foreign Trade (millions of US$): 0 
Total Turnover 35,958 37,798 9,7 L530 
Imports from Non-CEMA Countries 6,849 6,614 (3.5) N/A 
Exports to Non-CEMA Countries veges 6,673 28.0 N/A 


NOTES: (1) The GDR mark (M) is a non-convertible currency officially pegged at 
1:1 with the Federal Republic of Germany's mark(DM). The GDR mark's relation 
to the dollar fluctuates with the dollar/DM exchange rate. (2) Converted from 
published GDR foreign trade statistics in Valuta Marks (VM) at the 1981 con- 
version rate of 3.34 VM =$1.00. (3) Some figures differ from those reported 
in previous Trends Reports due to revision by the GDR Central Statistical 
Administration. 
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SUMMARY: HIGH GROWTH RATES PLANNED, FOREIGN DEBT A PROBLEM 


The East German economy, in contrast to the other CEMA econo- 
mies, attained a high growth rate of 4.8 percent during 1981. 

The 1981-85 five-year plan calls for sustained high growth through 
the mid-1980's, although the pace of growth began to slow down 
during the first six months of 1982. GDR planners hope to continue 
these high rates of growth principally through increases in labor 
productivity and scientific-technological advances. The German 
Democratic Republic (GDR), faced with a continuing decline in its 
terms of trade, a growing foreign debt, and a debt service ratio 
which is probably higher than 50 percent, will find it extremely 
difficult to meet these optimistic goals. It now appears that 
that GDR economy will continue to grow, but at a decelerating 

rate through 1983. 


In spite of a long-term policy of reducing dependence on foreign 
grains, the German Democratic Republic should remain an important 
market for U.S. agricultural products over the next few years. 
Non-agricultural exports from the United States to the German 
Democratic Republic are less significant and in the past year 
declined markediy. U.S. manufacturers may occasionally find 
attractive sales opportunities for specialized equipment offering 
the German Democratic Republic significant modernization and 
rationalization gains at a relatively low cost. Best prospects 
are for devices and machines which promise major energy and raw 
materials savings, as well as high quality test equipment for 
quality control and research and development. 


PLANS FOR 1983 


GDR media reports on development of the 1983 economic plan in- 
dicate that efforts in the coming year will focus on increasing 
the pace and efficiency of research and development. GDR planners 
hope to shorten the time from initial research to product avail- 
ability to a maximum of two years by emphasizing applied research 
and providing certain limited material incentives for research 
teams. In its research efforts the German Democratic Republic 
will continue to stress the development of competitive goods 

for export. 


The shortage of investment capital and hard currency for imports 
of capital goods is expected to restrain economic growth in 1983. 
The German Democratic Republic intends to intensify its use of 
modern equipment presently in place by moving to a three-shift 
system wherever possible. In spite of efforts to make the produc- 
tion process more efficient, stagnant world demand and scarcity 

of hard currency will make it difficult for the German Democratic 
Republic to match in 1983 its 1980 and 1981 growth rates or even 
sustain the more modest pace set in the first half of 1982. 





FIRST HALF 1982 


GDR GROWTH RATE DECELERATING: The GDR economy, growing at an 
annual rate of 3 percent during the first half of 1982, slowed 
considerably from the first half growth rate of 4.8 percent regis- 
tered in 1981. Growth in retail turnover was the most disappoint- 
ing first-half economic indicator, equaling 1.3 percent for the 
first six months of 1982 compared to 3.3 percent for the compara- 
ble period of 1981. First half 1982 growth in labor productivity 
at 3.4 percent was down 2 percentage points from the growth rate 
achieved during the first six months of 1981. 


INDUSTRY AND FOREIGN TRADE: In the first half of 1982, GDR pro- 
duction in enterprises under the industrial ministries was higher 
than that achieved in the economy as a whole, but still failed 

to meet plan goals. One bright spot was the production of "Q" 
products, that is, products that meet world standards and are 
exportable for hard currency. According to GDR statistics, the 
output of "Q" quality goods increased by more than 15 percent over 
the level reached in the first half of 1981. 


During the first half of 1982 total GDR exports increased by 10 
percent and trade surpluses were achieved with both communist and 
non-communist countries. The German Democratic Republic, in fact, 
reported a trade surplus with the third world and the industri- 
alized nations of almost 300 million dollars in the first half of 
1982. The Soviet Union, with more than 39 percent of GDR foreign 
trade turnover, remains the most important GDR trading partner. 


AGRICULTURE: The GDR agricultural sector turned in a mixed per- 
formance during the first half of 1982. While most plan goals 
were achieved, there were shortfalls in meat and milk. According 
to preliminary statistics, the GDR grain harvest for 1982 will be 
approximately 10 million metric tons, a strong improvement over 
1981. A substantial share of this increase will be needed to 
compensate for poor roughage production. 


GDR DEBT 


The German Democratic Republic publishes little information on 
its current account position, with only aggregate statistics on 
imports and exports. It is therefore difficult to state with 
certainty what the present GDR debt level is. According to esti- 
mates published in Western media, the German Democratic Republic 
may Owe as much as 13 billion U.S. dollars. Western sources also 
estimate that the principal amount of debt due this year will 
exceed $4 billion. The German Democratic Republic's ratio of 
debt service to hard currency earnings may exceed 50 percent, 
although estimates vary widely. 
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Even in the absence of the debt reschedulings in Poland and 
Romania, Western bankers would have grown more cautious toward 

the GDR during 1981 based solely on the GDR ability to service 

a growing amount of hard currency debt. Many hard currency 
lenders are re-evaluating their position on extending further 
credits to the German Democratic Republic and the nature of the 
terms they will offer, if any. While GDR debt is a growing macro- 
economic difficulty, it should be noted that there have been no 
reports of missed payments by the German Democratic Republic. 

Due to the squeeze in hard currency credit, Western firms are 
facing increasing difficulties in finding export financing to 
support their marketing efforts. GDR customers are reportedly 
demanding supplier credits up to two years. In addition, counter- 
‘trade, always a factor in this market, has become a virtual ne- 
cessity except for suppliers of some single source goods, such as 
highly specialized scientific instruments. 


GDR MACROECONOMIC STRUCTURE OVERVIEW 


The German Democratic Republic is essentially a processing economy. 
It purchases raw materials primarily from its CEMA partners, 
especially the Soviet Union, and converts them into semi-finished 
and finished products. The German Democratic Republic, which has 
few indigenous raw materials other than potash and lignite, bene- 
fits from CEMA pricing policies, which allow the GDR to purchase 
raw materials based on the average world price for the past five 
years. The German Democratic Republic exports its finished pro- 
ducts primarily to its CEMA partners and the industrialized West. 
Third world markets are critical to certain sectors of GDR industry 
but account for a relatively minor share of total GDR foreign 
trade turnover. Western deliveries to the German Democratic 
Republic consist primarily of high-technology machinery and manu- 
factured products, plus various raw materials and agricultural 
products not available within CEMA. 


1981 RESULTS 


The German Democratic Republic achieved impressive ‘economic growth 
in 1981, according to data published by the GDR central statistical 
administration. Produced national income, a figure serving roughly 
the same function as GNP, grew by 4.8 percent and industrial output 
grew by 5.9 percent. The German Democratic Republic achieved this 
growth primarily through a 5 percent growth in labor productivity. 
The GDR economy also managed to reduce its consumption of raw 
materials in 1981 by 5 percent. 


The German Democratic Republic in 1981 concentrated its investment 
funds in modernization and retooling rather than new plants, a 
trend that promises to continue in both 1982 and 1983. The German 
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Democratic Republic made remarkable strides in introducing indus- 
trial robots into the manufacturing process in 1981. Published 
figures indicate that 13,000 robots were installed during the 
year, but the figure may be misleading since there is a defini- 
tional problem resulting in the inclusion of many manipulators in 
the industrial robot statistics. 


The GDR managed to achieve a 10 percent growth rate in its foreign 
trade with all countries and a 17 percent increase with the Soviet 
Union. Official GDR reports claim a trade surplus with the Western 
countries and the non-communist third world for 1981 of 59 million 
U.S. dollars. This should not, however, be confused with a current 
account surplus. Although complete data are not available, the 

GDR current account is generally assumed to be in deficit due to 
invisibles, primarily debt service. 


1981 AGRICULTURAL RESULTS 


Results for GDR agriculture in 1981 were below average. Meat 
production as well as yields for sugar beets and potatoes were 

up, but grain production declined by 5 percent over 1980. Output 
of fruit and oilseeds were disappointing, but other agricultural 
sectors displayed marginal growth. The German Democratic Republic 
adjusted the mix of animals in its 1981 inventory with larger 
numbers of sheep and a declining production of hogs. 


FIVE-YEAR PLAN CALLS FOR HIGH ECONOMIC GROWTH 


In contrast to its CEMA partners, the 1981-85 five-year plan for 
the German Democratic Republic calls for high economic growth 
targets. The target for produced national income growth is 5.1 
percent per annum to be achieved almost totally by a 5.1 percent 
annual increase in labor productivity. The 1981-85 five-year 

plan does not include any specific goals for investment or foreign 
trade growth. In order to reach these optimistic goals, the 

German Democratic Republic has embarked on a program of reducing 
consumption of raw materials and energy and will attempt to produce 
higher-quality goods which are more competitive in Western markets. 


The German Democratic Republic is seeking to achieve high economic 
growth through rapid application of technological advance to the 
workplace. The five-year plan calls for a reduction of labor 
inputs by 660 million man hours by 1985. The goal of reducing 
energy consumption by the energy equivalent of 70 million metric 
tons of raw lignite per year has been established for this five- 
year plan. In moving from extensive to intensive growth, produc- 
tivity during this five-year period will grow faster than output. 
In order to do this, the GDR will attempt to combine productive 
inputs more rationally and concentrate investments in labor-saving 
devices, especially robots. 
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The German Democratic Republic will attempt to reduce its consump- 
tion of imported energy during this five-year period. According 
to plan goals, petroleum will be used exclusively as a raw material 
and a vehicle fuel. The German Democratic Republic hopes to 
increase emphasis on recycling and the use of raw lignite as a 
chemical feedstock, boiler fuel, and domestic heating fuel. By 
1985 the German Democratic Republic plans to produce 295 million 
metric tons per year of raw lignite. GDR companies manufacturing 
equipment and machinery are scheduled to increase their production 
by 41 percent during the five-year period. In the construction 
area, the goal for labor productivity increase during the five-year 
period is 19 percent. Construction time during the plan period is 
to be cut by 30 percent. In the housing area, plans call for 
increasing emphasis on rehabilitation of the existing housing 
inventory with a decline in emphasis on construction of new hous- 
ing. In the transportation sector, the German Democratic Republic 
will try to move freight from truck transportation to the rails 
and barges. This is necessitated by a 10 percent decline, accord- 
ing to press sources, in the amount of petroleum supplied by the 
Soviet Union. The German Democratic Republic also plans to elec- 
trify 700-750 km. of its railroad network during the five-year 
period. 


The five-year plan is extremely vague in terms of specific goals 
for foreign trade. The plan calls for further integration and 
cooperation with the GDR CEMA partners, especially the Soviet 
Union. Trade is to be extended as well with the third world, 
with emphasis on the countries with which the German Democratic 
Republic has close political relations. The plan also calls for 
continued trade with the industrialized West. 


INVESTMENT POLICY 


The German Democratic Republic plans to produce an additional 100 
million GDR marks of world-quality products by 1985 and to concen- 
trate on the production of goods with a higher value added content. 
In order to increase the productivity of capital investments, 

plans call for the reduction of construction times for new pro- 
jects to not more than two years. In industry, construction costs 
are not supposed to exceed 25 percent of the total investment. 

The GDR kombinats are to concentrate their investment during this 
period on retooling and modernizing existing plants and equipment. 
The GDR plans to emphasize multiple shift work in order to increase 
capacity utilization for its more modern plants and equipment. 


Investment goods should have market possibilities in the German 
Democratic Republic if they improve energy efficiency, conserve 
raw materials, and make use of modern technology. U.S. firms 
have been able to penetrate the GDR market principally with high- 
quality measuring equipment which is used in research or the 
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production of goods for export. Manufacturers of control systems, 
especially those for materials storage and handling, may find 
attractive markets in the German Democratic Republic. In the 
agricultural sector, the German Democratic Republic has made a 
commitment to improve its grain and manure storage and handling 
systems in the next five years. U.S. manufacturers may find export 
opportunities in this area, especially if they can offer sophisti- 
cated control systems. 


DECREASING INVESTMENTS IN AGRICULTURE PLANNED 


Having increased the level of capital assets in the agricultural 
sector by 10 percent in the last twelve years, the German Democratic 
Republic is now cutting back on increases in invested capital and 
will rely on more effective utilization of capital goods in place 

to increase production. GDR agricultural authorities are counting 
on increased efficiency, better maintenance, and renovation and 
modernization of existing buildings and equipment to provide growth 
in the coming years. 


In the crop area,this policy will mean increasing the efficiency 
of machinery presently in place in order to increase productivity 
and cut wastage. In animal production, older buildings will be 
remodeled rather than replaced, but programs to increase the level 
of mechanization in this sector will continue. 


FOREIGN TRADE IN THE GERMAN DEMOCRATIC REPUBLIC 


Although the German Democratic Republic publishes no figures on 
the percentage of its economy devoted to foreign trade, it is 
generally assumed to be in excess of 40 percent. GDR foreign trade 
turnover for 1981 was approximately $40 hillion. The German 
Democratic Republic conducts approximately 70 percent of its 
foreign trade with the countries which are members of the Council 
for Mutual Economic Assistance (CEMA). The Soviet Union accounts 
for more than half of this figure, and its share of GDR foreign 
trade is growing. According to GDR statistics on 1981 economic 
performance, two-way trade turnover with the Soviet Union grew by 
17 percent and accounted for 38 percent of the global total, 

while foreign trade as a whole grew by only 10 percent. The other 
major CEMA trading partners for the GDR are Czechoslovakia, 
Poland, and Hungary. Poland's share in the total trade slipped 
from 6.4 percent in 1980 to 5.5 percent in 1981. 


The industrialized Western countries and the third world together 

account for the remaining 30 percent of GDR trade. Although sta- 

tistics are difficult to assess, it appears that third world trade 
with the German Democratic Republic amounts to only approximately 

5 percent of total GDR trade. 
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The German Democratic Republic is dependent upon its CEMA partners, 
particularly the Soviet Union, for raw materials for its manu- 
factures and for markets for its products. The German Democratic 
Republic imports primarily raw materials, oil, gas, ores, large 
industrial equipment, and vehicles from the Soviet Union. In 
return it exports electronics, and electrical engineering devices, 
machine tools, chemicals, precision machinery, and consumer goods. 
The trading relationship between the German Democratic Republic 
and its non-Soviet CEMA partners is not so heavily weighted toward 
the import of raw materials and the export of finished goods, but 
the German Democratic Republic is dependent on these countries 

for some raw materials and uses these countries as a market for 
its manufactured products. 


Although in former years the German Democratic Republic has import- 
ed entire plants from Western companies, this practice has fallen 
off. There were very few instances of turnkey plant purchases in 
1981, and it is believed that virtually all of the new projects 
undertaken in 1981 are to be completely financed through counter- 
trade. GDR trade with the West consists primarily of imports of 
specialized, sophisticated machinery not available from its CEMA 
partners and agricultural goods. Its exports to the Western coun- 
tries consist primarily of printing equipment, optical equipment, 
machine tools, textile machinery, textiles, and chemicals. 


The German Democratic Republic maintains a special economic rela- 
tionship with the Federal Republic of Germany. Because of a 
special financing arrangement known as the "Swing credit," trade 
between the German Democratic Republic and the Federal Republic 

of Germany operates on something approximating a clearing-account 
basis. This is especially beneficial to small- and medium-sized 
West German firms which have little access to export financing. 
Although the German Democratic Republic has been seeking to diver- 
sify its trading patterns with the Western industrialized countries 
during the past two or three years, the Leipzig Fall Fair in 
September 1982 was characterized by a renewed emphasis on trade 
with West Germany. 


Two of the most important factors affecting GDR trade with Western 
partners have been the availability of government-subsidized 
credits and the willingness of foreign firms to cooperate with 

the German Democratic Republic on third markets. The availability 
of subsidized export credits has been important because it has 
served to lower debt costs and provided for longer-term credits. 
Recently the necessity for these credits has been somewhat dis- 
placed by heavier reliance on counter-trade. In most large trans- 
actions, the GDR now requires at least 100 percent counter-trade. 
Cooperating in third markets is a recurring theme in the GDR press. 
There have been a few examples of success, especially with the 
Federal Republic of Germany and France, but this is not yet a 
widespread practice. 
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IMPLICATIONS FOR THE UNITED STATES 


AGRICULTURAL TRADE: The German Democratic Republic bought approx- 
imately $333 million of U.S. agricultural products in 1981, includ- 
ing those products transshipped through third-country ports. 
Although this represents a substantial decrease from the 1980 
level, it equals that of 1979. Corn made up over two-thirds of 
these imports. Other agricultural commodities purchased from the 
United States were soybean meal, wheat, malting barley, feed 
barley, cotton linters, soybeans, flue-cured tobacco, and cotton. 


While the stated GDR policy is to reduce agricultural imports, 

this is highly dependent on GDR ability to improve domestic rough- 
age and grain production. Depending on GDR success in implementing 
this policy and the availability of credit, U.S. agricultural 

sales in 1982 should be equal to or slightly below 1981 levels. 


NON-AGRICULTURAL TRADE: U.S. exports of non-agricultural products 
to the German Democratic Republic totaled slightly less than $12 
million in 1981, according to U.S. statistics. This represents a 
decline of more than 50 percent over 1980 manufactured exports. 
This import constraint is due to a number of measures, the more 
important of which are a concerted effort to reduce hard currency 
expenditures by the German Democratic Republic and a general 
tightening of Western credit availability for CEMA countries. 


GDR exports to the United States totaled $48 million in 1981, 
according to U.S. statistics. This export level is 10 percent 
higher than the German Democratic Republic achieved in 1980. 

Growth in non-agricultural trade has been hampered by the lack of 
Most Favored Nation status for the German Democratic Republic. 

For this reason, goods exported from the German Democratic Republic 
face high customs duties, and U.S. exporters are denied access to 
Export-Import Bank financing. 


DOING BUSINESS WITH THE GDR 


Due to the current credit situation, U.S. firms selling in the 

GDR market should be prepared to negotiate and accept counter- 
trade or barter provisions in any large contract. Smaller con- 
tracts can sometimes be done on a strictly cash basis. However, 
even those suppliers which are not forced to accept goods in 
exchange for goods will find it difficult to make sales without 
arranging financing or providing supplier credits. U.S. firms 
with European subsidiaries may find it advantageous to engage 

the services of their European offices for their business with the 
German Democratic Republic. U.S. firms with established marketing 
organizations in countries where the German Democratic Republic 
has no market presence may find it advantageous to offer their GDR 
partners opportunities for joint activities in third markets. 
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Many U.S. firms have found the semi-annual Leipzig Trade Fairs 

to be useful vehicles for entering and developing the GDR market. 
The U.S. Department of Commerce will organize a major exhibit on 
"Laboratory Instruments for Industry and Science" at the 1983 
Leipzig Spring Fair (March 13-19). For more information about 

the U.S. exhibit at the 1983 Leipzig Spring Fair, contact Geoffrey 
Gwaltney of the Commerce Department's International Trade Adminis- 
tration at 202 377-3090. 
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